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Chief, Staff B 27 September 1950

Legal Staff
Staff Agent Luwmp-Sum Differential Payment

1, Reference is made to cur discussions of recent date in ceanec~
tion with the above subject. Iin view of the importance cf the sutiect
HRis memorandum haes been writben.

2, Due considerztion has bean given to your propossl that a clause
be inserted ia z specific staff agent conmtract to provide for a lemp-
sum differsntial pgyment. The differontial payment would be baamf on a
per surem ecompariscon amnd projection of salary, sllowances and othe
benefits of a like or similar nature to the extent that they are ater-
mwindble, The differential payment woulll be computed with ap;
decuetions for "ederal taxes, thereby elirmdnating any z*espmsih
on the part of the infiivi;’ﬁual Lo rene~t the differentisl payment as
taxable income,

3+ The operational merit of this proposal is not disputed, Towe
ever, two fundamental considerations suggest the advisability of rd-
imnng to existing prooeduwres mad praciices in the sbsence of a sstis-
factory understanding or iadication from the affected agencies,

Lhe The first considerstion is taat CIA, as the ez&pieying agency,
has no authority to withhiold taxes ezcept In the manner sgecifxee} 1y
preseribed by stetute and the reguladtlons issued thereuwnder. To vith-
hold in the suggested rnner would censtitute not only an unguthorived
departure from sald statutes and regylatioms but would effsciively ypre-
went the Burean of Internal Nevemue from fulfilling its 1egiazat.in
mandats to andit incoms tax retwns, The Dureau of Imbernal Teverue
is mdoubtedly an interested acency in this matter.

5. The second consideration is that a technical sugmentatior of
the CIA appropriation wonld re:mlt, ginmce the amount witbbeld froz the
employee womld npt be forwarded to the ireasury of the United States
but would be held inm the (If appropriation. Theoretically, thic vonld
he of interest to the ureaw o7 the Budpet and Congress.

6. There has been drafted, therefure, to be forwarded with {his
memorsndum a comtrnet which 1§ consistent with exlsting practicas ot
procedurss and retains soms of the advantages of the Yump-sum dLffcr-
ential psymant proposal Inasmuchk asz, in the final analysis, it is
based on the lump-oum orineinle,

7« In view of ihe urgency of the case concermed, it is cuggested
that the attached contrnet te signed by the individual comcerned end
further consideration be piven to the developmont of acceptablo teche
niques,
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